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connection, the freeing of telegraph companies from the character 
of common carriers in the transmission of quotations. It is 
further recommended, that the charters of the Mercantile and 
Metal Exchanges be repealed. 

On the other hand the responsibility for much evil is laid at 
the door of the exchange authorities, who, it is believed, by a 
more vigorous exercise of their powers, could do much to check 
over-trading, manipulation, wash-sales, losses to customers by 
members' speculations, speculation on narrow margins by clerks 
and other improper parties, and the evils resulting from inadequate 
statements and lack of responsibility on the part of promoters and 
directors. It is also urged that the Stock Exchange assume the 
moral obligation of fixing and enforcing rules of trading on 
the "curb." All of this demands a higher sense of public duty 
on the part of the exchanges than has been shown in the past. 
The time has gone by when these institutions can consider them- 
selves private institutions with no particular obligations to the 
public. It is to be hoped that the better element in the ex- 
changes will respond to such an appeal as this in the same spirit 
in which the committee itself responded to the words of the 
Governor in his letter to its members: 

" I must ask this public service without offer of compensation 
or indemnity for expense, as I have no authority to subject the 
state to any obligation in connection with your appointment. 
But I know that your generous action in serving the community 
will be highly appreciated and will afford another and most wel- 
come illustration of the public spirit of our citizens." 

Yale University. Henry C. Emery 

Modern Accounting. By Henry Rand Hatfield. (New York: 
D. Appleton & Company, 1909. Pp. 267. $1.75.) 

This is a lucid and able discussion of principles, little attention 
being given to technique. The author's approach is through 
Professor Sprague's Philosophy of Accounts, to which the first 
two chapters are devoted. The subjects which follow are : The 
balance sheet; assets and the principles of valuation; the valu ac- 
tion of particular assets; depreciation; capital stock; liabilities; 
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profits; surplus and, reserves; sinking funds; trading, manufactur- 
ing and income accounts; cost accounts; partnership accounts; 
the statement of affairs and deficiency account; and technical 
improvements in accounting practice. The product is scholarly; 
abundant evidence being present of research in the literature of 
accountancy, Continental, British and American. It also gives 
evidence of personal contact with affairs and with men who have 
been in positions of highest administrative responsibility. Fre- 
quent and effective use is made of balance sheets of railways 
and manufacturing companies by way of concrete illustrations of 
principles discussed. The rules and practices of the Interstate 
Commerce Commission are also liberally cited and effectively 
used. Many mooted questions are critically reviewed and judi- 
cially considered; opinion in each case being on the side of clear- 
ness and accuracy of representation. The author clearly differ- 
entiates between expenses and capital outlays. 

Illustrative of wholesomeness and conservatism of principle, 
the author concludes that goodwill should be rigorously excluded 
from the balance sheet, unless it has been purchased; and further, 
that when purchased it should be written off "in proportion to 
the number of years figured in its valuation, unless its valuation 
was erroneous, in which case the best method is a reduction of 
capital." 

The general rules for appraisal are laid down : (1 ) that the basis 
of inventory should be the present value to the holders as a 
going concern; (2) that changes in market value of fixed assets 
may be ignored; and (3) that depreciation must always be taken 
into account. 

A single chapter is much too brief to do justice to the subject 
of depreciation, nevertheless the leading methods of figuring 
depreciation are discussed in considerable detail. 

A chapter is devoted to capital stock issued in payment for 
property, etc. This presents many accounting and legal prob- 
lems. A well considered suggestion is made that " when the prop- 
erty I'eceived is not fairly equivalent to the par value of the stock, 
the difference should be shown in the accounts .... by 
listing it at a discount on stock." This is advocated as a treat- 
ment which will prevent the "conscious misstatement which has 
been characteristic of American higher finance" — one which "is 
an outrage to the principles of accounting." 
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Discussion of the var5dng decisions of the courts (mostly English) 
as to what constitutes profits and, when dividends may be legally 
paid is found in two chapters. The confusion existing in this 
respect, the author points out, is due mainly to the differences in 
terminology. 

With respect to the paying of dividends despite the loss of 
capital, he says "to allow dividends to be paid while assets are 
less than the nominal capital seems to render nugatory all the 
legal provisions regarding the reduction of capital stock." Never- 
theless, he agrees that in the operation of oil-wells, mines, etc., 
which involve using up of capital, no other rule may be followed 
unless a capital reserve is established on an estimated basis. 

A line of demarkation is drawn between surplus and reserves, 
but in the final analysis it is suggested that this difference is often 
in terminology. The term "reserve," it is cited, is used in an 
entirely different sense in connection with banking and insurance 
than in general accounting practice. 

In discussing the problems incident to sinking funds, Hatfield 
does not enter into a discussion of the familiar question concern- 
ing the economic effects of a sinking fund policy, but confines 
himself to the accounting aspects. As a matter of financial policy 
he recommends the investing of sinking funds in the company's 
own securities and the creating of a reserve equal to the amount 
of the fund assets. After the debt has been redeemed or can- 
celled, he suggests that the amount of the reserve, instead of 
being continued in the balance sheet, be capitalized and a stock 
dividend declared. 

Although the author discusses in detail the differing practices 
of accountants with respect to setting up trading and income 
accounts, he lays down no rules as to form, believing, and cor- 
rectly so, that the form should be flexible, that it should be adapted 
to the needs of each individual establishment. 

With respect to cost accounts, naturally the author could not 
enter very deeply into the subject in a comprehensive treatise 
of this character. He raises three questions as to the value of 
even the best systems of cost accounting: (1) Is the information 
acquired after all worth the expense of acquiring it? (2) Owing 
to lack of accuracy, is it not dangerous to treat as actual what 
is merely hypothetical? (3) As costing systems vary according 
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to the information desii'ed, what application is to be made of the 
result? In determining cost, he emphasizes particularly the need 
for keeping as accurate a record of materials used as of wages paid. 

Fkedebick a. Cleveland. 
New York City. 



Re-port on the Tobacco Industry. Part I. Position of the Tobacco 
Combination in the Industry. By the Commissioner, op 
Corporations. (Washington: Government Printing Office, 
1909.) 

The recent success of the government in the prosecution of the 
tobacco trust in the lower courts, as being a combination in re- 
straint of trade, adds to the interest which economists would 
otherwise have felt in the Report on the Tobacco Industry by the 
Bureau of Corporations. Part I of this report which has now 
appeared does not undertake to show, except in an incidental 
manner, the methods by which the American Tobacco Company 
and its numerous subsidiary corporations have attempted to sup- 
press competition. It is confined to a history of the tobacco com- 
bination, a description of its present organization and business, 
and a review of the development of its control of the tobacco 
industry. 

The showing made as to the degree of control exercised by the 
Combination over all branches of the tobacco manufacture, except 
that of cigars, is amazing. In 1906 it had 82.5 per cent of the 
total output of cigarettes in this country; 81.3 per cent of "little 
cigars;" 14.7 per cent of cigars; 81.8 per cent of plug and twist 
tobacco; 70.6 per cent of smoking tobacco; 80.9 per cent of fine 
cut, and 96 per cent of the snuff. Yet it can hardly be said that 
the Combination has produced a "restraint of trade" in the 
economic sense of that term. The figures given show that while 
in most branches of the manufacture the Combination has per- 
sistently, though not steadily, increased its total percentage of 
output, yet the firms which have remained out of its control have 
in almost all cases increased their output as well. 

This fact has necessitated the continual buying up of independ- 
ent concerns on the part of the Combination. The general plan 



